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oear XMr. Guian:

This ias in raply to your lettar to ¥#xr, Lawranca
Augusta datad June 1, 1983, in which you ask whether a
chancge in cwnersnip occurzec under the following facts:

. l. In July 1972, A and B, husband and wifas,
purchased a single family residence as joint tanants as
a home for A's widowed mother, C. A and B made the down
payment and all menthly paymeats excapt for $55 per month,
which was paid by C until her deathk in February 1982.

2. In June 1977, AandBccnveyeatoCali‘=
estata in tha real property so long as C:- _

*{a) Perscaally r=sides upon, occupies and
uses said ZReal Propexty as haer per:anent
abode or rasidenca and no other parsaca or
parsons sharss with her such rasidencs,
occupancy or use, and

“ (k) Does not t:ansfér, sell, convey, dispcse,
hypothecatz or in any way encumber any
intarest in said Real Property, and

"(c} Does not remarry, and
. " (d) Maintains the ,,h;sica... ccnai ticn and
apvearancza of the Real 2roperty
substantialiy in the same physical
candition. ” :

Tie deed was racor"ed Janu.ar_( 1378.
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‘3. The life estate was cresated by A and B at :tae
suggestion of the zacial gsecurlity administratars in ordsz
to.avoid reducing C's social security benefits. Accm:-""g
to A, the lifs estate mnotmtandedt..betheeqm. <

- £
of tha valus of a fee interest, or a trazsfar of QQ'.'nnaranQPl'

7o ezsures that there was no question regardinc cwnership,

C, at tie tize the convayanca of the life astate was racarded,

axecuted a graat deed in favor of A and 3. This conveyance

was not racorded. '
4. Aall pzop j taxas and izsurance pramiums on

- tha amner-:( waera paid by 4 and B.

" In 3brzaxy 1982, C died.
6. In Yovemher 1982, an Affidavit, Death
to

Grantee iz Lifa Estata, was recorfed wit: resrpect
tie raal proparty in quastion.

[..n

of
C az

Aavenue and Taxation Code Section 63 statas that
"k 'change in ownership’® means a transfer of a prasent
interast in real groperty, including the hexeficial use
tzarcof, tha value of which is substantially egual to the
valus orf the faee intaxast.” More specifically, Section
61(£} providas that "ZExcept as otherwise provided iz
Sactica 62, change in cwne:sh.xp, as de:.ned in Secticx SO,
includes, ce.:

*any vest..ng of tha right ¢o possessicn or -
azjoyment c¢f a remainder or raversiocnary intarest which
occurs upch tha tarmination of a lifa estata or cothrer
sizilar pracadent property intarast, excspt as provided in
gubdivision (d) of Section 62 and in Sec=icn 63.°

Property Tax Rule 462(d) (1) provicdas:

“(1l) Lifs estatas. The creaticn of a lifa
estata in rzal proparty is a change in
cwrar3hip at the time of transier unless
the ingtument cxzating the lifa estate
raserves such estate in the trazmgferor cor
the transferor’s srpousa. However, the
subsequert transfer of auci a lifa egtacta
by tha transfaror or the transfarsr's
spouse ts . a thixd party is a change in
ownershiz. Upon termination cf such a

~ rasexved lifas estata, the vestiag of a
right to possession or enjoyment of a
ramaindemman (other than the transfaror
or the t..:msfamr s spouse) is a c.:za..ga -
J..I owne*::m.:. B
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By tae terms of thagcnvayancetoc from A and B
in June 1977, which was racorded in January 1978, C racaived
a lifa astata. It {s true that C's enjoyment of her life
estate was limited for “so long as® she complied with the
conditions set forthk in (a) through (d) of the grant deed.
Such conditiona, however, do not invalidata the grant of
a lifs astata which, as in the case of any other Zzaehold
estate, can provide for a termination upcn the octurrzance
of a certain event suck as for failure tc reside on the
preaises. faylor v. McCowen (1908) 154 Cal. 798.

SJ...ca C raceived a u‘a estata by the coaveyance
from A and 5, which was racordsd in January 1978, there was
Prasuz=ably a change in cwnership at that tiza. (Rev. &

Tax. Coda Sec. 603, Property Tax Rule 462{d) (1) aaé (a) (1) (A).)
SiZcs A and B granted to C a lesser interast in the propert:;
than they owned, they were left with a reversion in the
progerty (Civil Code Sec. 752, Alamc Schocl Distzict v.

Jcnes (1963) 132 cal. App. 24 180.)

Ia January 1378, C exscuted a grant deed back ¢o
A and B. If this deed was legally deliverad, it woulé have
the affact of conveying to A and B whataver intazagt C had
ia tia property whick, as indicatad above, was a lifa estats.
This, of csurse, would have tarminpatad C's lifgo estate in
the property and would have resulted in another change in
owzersaly at that tirme under Ravenus and Taxation Coda:
Saction 61(f) quotad above. A legal delivery raquirss an
intention by tha grantor that the instrument be prasently _
crerative and affactive to trangfer the titla to the grantee
and that the grantee beccmas the legal owner. Huth v. Eatz
(1947) 30 Cal. 24 6d5. '

Here, thadeedfmcmmmsmnava:m:dad.

C continued to reside ca the property for ths duration of
her liZfa. 'ma lifa estats was not tarminated of racord
wmtil ths Affidavit, Death of Grantes in Lifa Estats, was
racordad in November 1982. Morsover, therz ares no facts
bera to iddicate that C intendad to convey Ler lila estata
awvay. 7The rsal intention for executing tha de2d sqemed to
e caly o5 ensura that A and B stlill had fze title to the
proverty. which was not necessary since C never had fea
title and A and B never relinquishad fee title. From the
foragoing facts, I doa't believe C intanded to terminate
Qer life estate. C's deed was, therefora, never legally
deliverad. Accordizgly, C's life astats in the property
.contizued until she died in PFebruarz 1382. At that Llae, -
C's iife estate tormisated. Upon the tnm.nat.on of C's
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lifa astate, the right to possessian or enjovment of the
raversicnary intsrest of ‘A and B vaestad. Such-accurrencs
is a change in ownersaip wmder Section 31 (f) guoted abova.

- Tha taxpayers argue, uaowever, that they paid all
propexrty taxes and insurance premiums oo the property
apparestly to establish that they werza and always had been
tie cwners of the property. Whilas it is true that such
payments ars tha obligation of the life tanant and not the '
remainderman or reversioner, T in this case did pay $53 ser
month which probably excseded the cost of taxes and insurancs.
. Borecver, aven had C paid noth:.ng, payment of taxas and
insuranca premiums by A and 3 does not praove that C did

20t hava 3 lifa eztatra. Pavmmf of such aobligationz ’ﬂv A
Qliga

and 3 could be c..a:ac:erized as gifis or loans o C.

Iz any evant, even though C's liZs estate was more
rastzictive tha.n typical life estatas, Section §1(f) geverthe-
lass clearly applies because in addition to 1if= estatss, it
aprlies to the tarmination of "other zimilar precedent
property interast{s].® C's interest hera, if not a life
astats within the traditional meaning of that t2rm, was at
the vary lsast, a "similar pracedent property interest®
becacss the right of A and B to poassession or enjoyment dic
not vest wntil C's intarsst terminated eithar by death or
byoc"u:'ancao‘caeo:mreoft..amdit.mslistadu
the daed. . _ _

Accordingly, thers ira.s. in =my opinicn, a chazge
in ¢gwnarship undsr Secticon 31(f) when C died.

Vexy truly ycurs,

Bric F. Lisenlauer
Taxz Counsel

bec: Mr. Gordion P. Acdelman ‘
Ar. Robert H. Gus..afson
dr. Verme Walton
Legal Section
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